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The F¥ 1877 hudget includus $1.3 billion for Title I block grants, and
about $20 to §150 millipn couid pe available in combined Title I and III
giscretipnary funds. Within {yg current budget estimates the targeting could
be dgne in the following ways

—T -

fa) Reverse current poiiey on the block grant approach for CETA and

P

ggggjiggislgtion 2 5= '

.§E§§EE§7 ©F the use of mandatory percentage of the Title I
’9§QEE'§§§§§§ £0r exhaustees; or -
=-gstablish in thg gtagute the right of the Secretary to set
preferences £or whe gets served and-with how much.
fB) -Beserve the Secretary's discretionary funds in whole or part for
psaviéiﬁg training for UI exhaustees. .
fe} Bevelgp 2 procedure for using the discretionary funds to provide
incentives to Title I SPONSOry to use greater percentages of their block

grant funds to serve exbausteas,
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Issue 2 -~ Youth Unemployment *

Policy Recommendations

1. Propose a youth differential in the minimum wage or exems;tinq |
the earnings of youths paid near the minimum wﬁge from payroll taxes.

2. Establish an inter-agency group to work with the Department of
Labor for expanding experimentation with exemptions to the ?ihimnm‘wage within
the current FLSA framework.

3. Request that the Commission on PaPefWUIk undertake a study of thé
impact of the paperwork buréens on the summer employment of youths, and consider

ameliorative policies.
PDiscussion
The Administration's policy response to the high youth unemployment -
rate, beyond the general efforts fo restore full employment has been manpower
programs, .including the Job Corps (CETA Title Iv), and symmer emPIOfmenf programs.
| Our manpower training programs have typically addressed the problem
of poor training either on the job or in u?h°°1 that may ultimately lead to
low earnings. Particularly for youths, they also seek to temporarily reduce
unemployment during the pe?iod of training or work experience. Such programs,
however, are not necessarily designed to reduce.unemployment permanently.
The training programs may increase unemployment in the future if the training
is for a high unemployment occgpatioﬁ (e 4. constfuction) or if it encourages
a new round of job exploration after the training is completed.
Youths who appear to have the most nevere learning disabilities or
problems of adaptation to the school or work environment tend to have
the most severe unemployment problem. The very characteristics that
result in failure in school and in the lahor market are likely to

result in failure in specific government training programs. Thus far,
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however, we lack édequate evaluations of the economic impact of the youth
training programs.

The Summer Youth Employment Program provides work 'experience -(a;vere;g'ix;g
20 hours per week) for dj:sa;ivantaged youths who cannot find private sector
employment. It is expected that about $560 million will be spent this surmer
for almost 900,000 .job slots at about the minimum wage for disadvantaged
youths age 14 to 21. Although the summer youth programsv ére well liked b‘y
local governmenﬁs, their net effect on teenage employment is not as large as
the qumber of proéram participants since an unknown proportion of the youths
‘would have found a pzivaté sector job if the program did not exist. It is
: expected that as the ecomncmy improves, the number of slots in the Summer
Youth Enploynent Program will decrease |

There weuld be less need for Federal training and summer employment
frograms for teenagers if it were mot for the job limiting impact of the
Federal minimmm wage. In the last decade, the Federal minimum wage for
jobs covered priocr to 1966 has imcreased at about the. same rate as t}';e
.adjusted average hourly earnings index. By itself, however, this would
tend to contract relative job opportmnities for youths since with a growing
proportion of the labor foroe comsisting of youths, one would expect a slower
rise in youth wages than in average wages.}—/ More important, perhaps, has been
the dramatic expansion of coverage of the Federal minimum wage from 62 percent

of private monsupervisory werkers im 1961 to about 85 percent in 1976, with the

1/ This wall tond o have a reverse effect in the 1980's as youths become a
smaller proporiion of the labor force.

-
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' expansion primarily coricentrated in the youth-intensive service and farm

1
worker sectors.—/

On the basis of research studies, the CEA estimates that a youth .
differential in the minimum wage of 10 percent (currently 23 cents) is
likely to increase teenage employment by about 2 percent, or by about
150,000 jobs. With the yéuth differential it would be easier for teenagers
to find jobs offering one-the-job training that would increa;L future
ea;nings, thereby decreasing the need for federally subsidized trainihg
programs; The effect on adults of the increase in teenage employmeﬁt is B

2/

unclear.”

It may npt be feasible to introduce é youth differenti&l in fhé
minimum wage. The minimum wage is not only an ecénomic issue, but also
a highly ehotiqnal and political issue. Many-adult worker$ are concerned
with competition from youths who do nét have family responsibilities.
Others believe that each job should provide earnings sufficient to support
a family. These concérns need fo be addressed when considering a teenage
differential, or an alternative policy instrument with the same objective.

. One means of achieving a favorable employment impac£ by lowering
theAeffective minimum cost of employing a worker without lowering the
minimum wage would be a reduction of employer paid social security taxes.
This could be accomplished by permitting an exemption of employet céntri-
butions for teenagers earning near the minimum wage or through fugding the
employer contribution out of general revenues; The latter would explicitly

introduce the far broader issue of general revenue fimancing of social security.

1/ 1In recent years, there has been an increase in job specific minimum
;ége exemptions authorized by the Department of Labor. The growth in
exemptions is small compared to the expansion in coverage. Most of the
exemptions are for students working in educational institutions.

2/ Although studies have found a significant adverse effect of the minimum -

wage on teenage employment, no net effects have been fou.d for adults. However,
these studies have not examined the impact of a teenage differential.

.
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fhe waiver of the employer centiibutien weuld be the eguivalent of

a yeduction in the minimum wage, and the CEA estimates that thig wauld
expand teenage employment by abeut 90,000 _3'91@5:‘}'/ If the vaiver we%e
1imited to youths in the neighborheed ef the minimum wage, based en the
bourly earnings of teenagers as reperted in the May 1976 €PS, the less in
Payrell tax revenue would be about §250 millien per _Yéé?s"z‘/ ffhe revenue
1058 per job created would then be about $2,800 per year. |

$Social security taxes are only ene of several non-wage cests ef
eRployment that are imposed by gevermments at varicus levels. Freguently,
the m%:m burden and administrative eest ef adding someene te the payrell
are substantial in relation te ea:_aiagé, gaggieuiésiy for lew wage and
part-tize workers. In addition te seeial seeurity taxes, 2dding 59936993.
% @r payroll involves determinatien and paperwerk with respect %e Feée;él
ard state income tax withholding, unempleyment insurance, werkmen's eempen=
sation, Federal and state child laber laws, werk permits, safety regulatienms,
ete. Yo clear estimates appear to have been made of sush eests iR ¥eia€iea
%@ part=tine and smmer employment of yeuths, They appear te be signi-
Ficant particularly for small firms that eannet afferd automated data
Tystens or persomnel departments. It weuld be useful te have a task feree
%o identify these costs, estimate their impact and analyze the feasibility
of streanlimirg or eliminating some of these burdens. I partieular, it

would e wsetul for the Commission en Paperwerk te undertake a specifie

1/ mis is baved om the 5.85 percent sosial seeurity tax rate paid by
T enpleyer and an estirated elasticity of 0.2.

2/ This is based on the follewing assuwaptions: For the 2.5 millien teemagers
Tepwrted a3 enrming between $2,00 and $2.50 per hour, the average wage is §2.36
BRY hour, they work 1,000 bours per year, the tax rate is 5.85 percent apd 75
PRt ane im covered employment.
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study of the paperwork burdens attendant to employing youths part=time

or during the summer. .

Another approach may be to expand Department of Labor exemptions
from the minimum wage (i.e. reductions in the ;pplieable minimum wageé)
fog part-time or full-time workers with low levels of preductivity, sueh

»

as youths and the disabled. This would circumvent the aéve:ge effects of
the minimum wage wi;hout an explicit violation of the minimum wage prineiple
and without linking this issue to others, such as seeial security poliey.

| Under current legislation the Department of Labor issued 802,000 exemptions
in FY‘. 1976 of which 614,000 were for stuéents, employed part-time in their
‘educational instifutions. .

- Although the Fair Labor Standards Act wouid permit an expansion of
exemptions through chanégs in requlations, the economie and pelitical
impacts of such changes need to be examined. It may be useful to establish
an knte;-agency group to work with the Department of Labor for an expansion
of experimentation with exemptions within tbe existing FLSA f:améwork;

Although black teenagers have a higher incidence and a longer duration
of unemployment than white feenagers, the racial differenee narrows dram§=
 tically as the youths age a few years. Black youths tend to have fewer
skills and earn lower wages than white youths. Job Corps=type traiﬁing,
-programs, summer employment programs, and a reductibn in the effective
minimum cost of employing youths may be particularly important instruments
in providing black teenagers with job and training 6pp§§tunitie§ currently,

and in providing the foundation for greater wages and employment security

1l
in the future.™

Y/ In the absence of ecoronmir impact evaluations of the yeuth oriented
training programs, it is not cilear if program redesigns could result in more
permanent benefits,





































































































